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AMENDMENT TO EEDEKAL FARM LOAN ACT. 



Subcommittee of Committee ok Banking and Currency, 

House of Representatives, 

November 13, 1919. 

The committee this day met, Hon. Frank D. Scott presiding. 

The committee was called to order at 10.52 o'clock a. m. 

Mr. Scott, Gentlemen, we will take up for consideration H. R. 
8159. We have with us a number of gentlemen from the various 
sections of the country who are interested in the measure, and I as- 
sume that coming over on the train they have arranged their line 
of battle, and if they will indicate how they want to present their 
■case, we will be very glad to hear them. 

STATEMENT BY MR. M. H. GOSSETT, HOUSTON, TEX. 

Mr. Gossett. Mr. Chairman, we find ourselves in annual meeting 
in conference with the Federal Farm Loan Board, and we have some 
views with reference to proposed amendments to the Federal farm- 
loan act, which we would like the opportunity of presenting to the 
committee. > 

We mean to have some regard for your time, as evidenced by the 
fact that we have selected Mr. Corey, general counsel of the Omaha 
Bank, to be our spokesman, and we would like the privilege of a brief 
hearing, mainly on the question of increasing the maximum loan 
limit which the Federal Land Banks may make from $10,000 to 
$25,000. 

Mr. McFadden. May I interrupt you? Are you aware of the fact 
that within the last 60 days the House of Representatives voted 
down, by a vote of three to one* this proposition of increasing the 
limit from $10,000 to $25,000? 

Mr. Gossett. Yes, sir. 

Mr. McFadden. On motion of Mr. McLaughlin. 

Mr. Gossett. Mindful of that, and if you will pardon me, from 
reading the debate, I was astonished at the aparent lack of accurate 
information as to the workings of the law. In that discussion, ap- 
parently, many of the Congressmen participating in the debate were 
not familiar with the scope of the activities of the Federal land banks, 
so that we will appreciate the privilege for an oportunity of having 
Mr. Corey to speak for the representatives of the 12 Federal land 
banks for a short time. 

Mr. Scott. We will be verv glad to hear from Mr. Corey. 

17 



.r - 1 \ — ^_T -=-• _ 



*»^ *. 



ill* "LIT 



IJ H£E± 



n" ~-t 



. ♦ 



J*. " ~CT" 

7 " Tl^ ' 









i" 



■- --L- — 



»_ 



•a." 



ht 



• •- 



■IZT > C 






»-»'•* 



^ » 



-. i_:_ *z_ 






x. : 



:»-i£ f -r :. 



vs. ■• 






i \j? 






• • V 



m "V 



J- 



m * ~ 



* ~~'l x. 






♦L 



-a. _* -S> 



'♦"•I ~ 



-*t- : 



t • 



L 
ft" 



- : - i ^* "--V 7_1~ ~1^_ -J_> IS Z.- C IZ. iZ~ StTj* i 7-1:-* rr 

*- T"***- 7l.t~ •"T- zj. _x Z'c & _■ tx t~-~ ** r"--"*"cz_n^ , ji 7* > » x ~-^ 
. t:-'* - i _ f -_>t f ij-7 *«->. f ->t TTr. .Tc*i ""v it *<• -"-^ \ i 

"' •* •- •._■-*- ** . _• r i • - . - "_- •_ tl_t: t 177> *-e. i~T r_» r- 



-> 



V- ** 



— _ t. - 



» ■*- ■», »^r 



tl. ir i u:*» r ■_ — 









AMENDMENT TO FEDERAL FARM LOAN ACT. 19 

I have a statement in this brief which I will hand you. A state- 
ment showing the amount of Government capital which has been re- 
turned under the law. A certain percentage of the amount subscribed 
to capital stock through national farm loan associations is paid to 
retire Government capital. 

Mr. Steagall. Let me ask you a question. How long before we 
will have reimbursed the Government the amount of the stock sub- 
scribed originally by the Government. I mean just an estimate? 

Mr. Corey. Approximately three years. We are setting aside 
25 per cent semi-annually of all subscriptions to stock by national 
farm loan associations after the subscriptions in each bank shall 
amount to $750,000. 

Mr. Steagall. That is what I was getting at. You will pardon 
me for interrupting you, but I just wanted to find out about that. 
I will be mighty glad when it is all paid. 

Mr. Corey. Yes, so will we. In this cooperative system, which is 
the fundamental purpose and intent of the Federal farm loan act, 
there was added to the system what is known as section 16 of the 
act, a plan for the organization of joint stock land banks. 

Now, just briefly, the distinction between these two classes of 
banks is in short this : The joint stock land banks are organized on 
private capital. The initial capital of the Federal land banks was 
provided by the Government, Government capital, which is being 
retired, as I stated. 

The Federal land banks are restricted in the amount of their 
loans to $10,000, maximum loan to one individual. The joint stock 
land banks, on the other hand, have no legal limit. 

The Federal land banks may make loans only to actual farmers; 
that is to say, those who operate the land directly themselves, and 
live upon the farm, or operate it through hired labor, and have all 
the responsibility for the success or failure of the farm, the direct 
owners and operators of the farm. The Federal land banks also 
are restricted m the purposes for which loans may be made; that is 
to say, they may be made only for strictly agricultural uses — to buy 
land for agricultural purposes, to purchase livestock and farm equip- 
ment, to pay existing indebtedness, and, in short, to use the money 
only for the direct agricultural purpose. 

The joint stock land banks, on the other hand, have no restric- 
tions as to the purposes for which funds may be borrowed. They 
may make their loans to landlords, speculators, and they are not 
restricted as to the amount. 

It is not our purpose to suggest at all that these purposes, these 
restrictions imposed on the Federal land banks, are wrong. We 
believe they are inherently right, that the loans should be made only 
to those farmers who use the funds in the promotion of agriculture. 

Another, and I think the outstanding feature that I want to men- 
tion to you is this: The law v provides that the bonds of the joint 
stock land banks, and the bonds of the Federal land banks, shall be 
exempt from all taxation of every character. 

Now, in order that I may make the argument as short and concise 
as possible, I will just read a very short brief, which I have written, 
upon this subject, and inasmuch as I shall confine myself to the 
exact wording of the brief, and I will furnish a copy, it will not be 
necessary that notes be taken on this. 
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Mr. Steagall. Before you proceed with that, is it a fact that the 
joint-stock land banks are concerned with the capital now, and it is 
a question of life and death struggle between the joint-stock land 
banks and the other part of the Farm Loan system ; do I understand 
that you are coming here to present an argument that because the 
joint-stock land banks are such, that you must have this additional 
right? 

Mr. Corey. No; not in that capacity at all. In fact, it had not 
been my purpose to say anything m criticism of the joint-stock land 
banks at all. I am not authorized by the Federal land bank presi- 
dents to say anything about the joint-stock land banks. I have no 
hesitancy in answering, individually, any question you may ask, with 
the understanding that I am expressing my own convictions. 

Mr. Steagall. Then. Mr. Corey, is it a fact that you figure that 
the joint-stock land banks are very keen competitors with the others, 
to the extent that very desirable loans which might go to the Federal 
lank banks are taken up by the other banks, and because of their un- 
limited loans and them having the same tax-free exemption of taxes 
of all kinds that they are in a position to really become such a com- 
petitor of the Federal land banks that any loans over the $10,000 
limit, which are desirbale, they are in a position to practically 
monopolize; isn't that true? 

Mr. Corey. You are undoubtedly correct that the joint-stock land 
bank will dominate the farm-loan field, because they are given a 
monopoly on the loans in excess of $10,000. That is my own 
opinion. I am not speaking now for those whom I represent. That 
is the true situation. 

I might say that that is my own feeling, and that the farmer — all 
of the actual farmers — we have no plea for the land speculator, or 
the landlord, but that all actual farmers ought to have unrestricted 
opportunity to say whether or not he shall make his loans through 
his own cooperative system, where the farmers shall share all of the 
profits, or shall have to make his loan through the private capital side 
of the act — the joint-stock land banks. 

Mr. Nelson. Don't vou think it would reallv be more in harmonv 
with the intent of this law if the joint-stock land banks were to be 
decreased rather than the Federal land banks being increased in the 
sizes of the loans thev mav make? 

Mr. Corky. As to that matter, I will answer that question in this 
way: Yes; the joint-stock land banks should be decreased in the 
maximum loan limit, but neither should be decreased to the point 
where all actual farmers in the United States would be deprived of 
the opportunity of going into the system. So that is the^point, that 
they should be decreased and the Federal land bank increase should 
determined by a solution of the question as to what is the proper 
amount that will take care of the actual farmers of the country. 

Mr. Nelson. Then, you believe there should be a maximum limit, 
do you? 

Mr. Couky. That is a (juotion upon which there might be some 
doubt. Of course, inasmuch as the act restricts us to loans for actual 
farmers, for strictly agricultural purposes, it might be satisfactory 
that all farmers who come within those terms ought to be permitted 
to enjoy the benefit from the act. 
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By making the total maximum $25,000 loan on land, it will take 
care of those who are operating standard farms in the most highly 
developed sections of the country. 

Mr. McFadden. Mr. Corey, the original argument was that it 
would help the renting man, and the tenant farmer, to acquire land, 
and thus improve the country. When this law. was passecl, it was a 
compromise, and the limit was fixed at $10,000. If that limit had 
been increased $25,000, in my judgment, Congress would never have 
passed the present farm law act, because it was the purpose of Con- 
gress, and the men who were here working for the passage of this 
law, to help the poor farmers. Now, in that connection, if we loan a 
man $25,000, how much actual propertv must that man own in order 
to get a loan of $25,000 ? 

Mr. Corey. Of course, if we loaned a man $25,000, inasmuch as we 
must restrict our loans on land value, and 20 per cent of the value 
of the improvements — or I should say 50 per cent of the land value 
and 20 per cent of the land improvements — it is a matter of 'easy 
computation to say how much he would have to have in property so 
that he could get $25,000. 

Mr. McFadden. My purpose in asking that question was simply 
this: Do you think that a man who has that amount of property 
should be subsidized by the Government to the extent of borrowing 
this large amount of money from the Government? Isn't it contrary 
to the original purpose of the act? 

Mr. Corey. Pardon me, but Congress has already answered that 
question by making it possible for the joint-stock land banks to have 
the right to make loans without restriction as to the amount. 

Mr. Steagall. Because that is wrong to allow that to the other 
fellow, if it is wrong, that does not answer the question. 

Mr. Corey. No ; that is to say, it does not answer the point quite as 
he raises it; but here, then, would be the answer to that. The ques- 
tion confines itself to the strict, proposition as to whether or not a 
man — putting it roughly — now, suppose we make a loan only on the 
land. I will state it that way so that it will not involve computa- 
tions. As to whether or not a mto who owns a $50,000 farm ought 
to have the privilege under this act to get 50 per cent of the value 
of that farm, if that is where the real problem is, there could not be 
much difficulty in understanding then the suggestion that the Con- 
gressman makes. But in all of our farms in the corn belt, and in the 
black-land belt of the South, in the various districts of this country, 
it is the hope and ambition of the Federal Farm Loan System, to 
make the landless man a landowner, and in those districts the landless 
man can not become a landowner under the present farm prices, he 
can not become a landowner unless he can borrow 50 per cent of the 
value of the land that he proposes to buy, and, second, unless he can 
borrow it on a long term amortization plan, as is provided for under 
the farm loan act. 

So this leaves him with the necessity of getting a long-term amorti- 
zation loan. He is driven to place his loan with the joint-stock 
land banks, where he is required to pay an initial interest rate of 
one-half of 1 per cent more per annum, to say nothing of the loss 
of profit to which he is entitled through the cooperative system. It 
is that class of borrowers, farmers, that we feel ought to be allowed 
to get this increase. 
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Mr. McFadden. Yet, he is not a poor man. 

Mr. Corey. Yes, he is a poor man. 

Mr. McFadden. The poor man will buv a $25,000 property, or 
a $50,000 property ? 

Mr. Corey. Yes, he will have to do it. 

Mr. McFadden. Well, how is he going to get the first $25,000? 

Mr. Corey. The tenant former in Iowa, we will say, desires to 
purchase a farm that will be a profitable farm unit, and it is the 
hope, of course, that every farmer shall get the unit that will pay 
the proper profitable return. If he gets such a farm in my part of 
the country, he will have to have a farm of between 160 and 240 
acres. A 160-acre farm at the prices of 1917, in most any part of 
the corn belt, or black land belt of Texas, or in many of these other 
districts, would cost him $200 an acre. Landlordism is a thing that 
ought to be destroyed. It is just as important, perhaps more im- 
portant that the landless man be afforded the opportunity of get- 
ting loans in the most productive agricultural territory of the United 
States as it is that he get the loans in the least productive territory. 

Mr. McFadden. You say that the prices of land in that district 
were $200 per acre in 1917; what are the present prices? 

Mr. Corey. Well, I would not be able to say. It is spotted. 
Possibly the present average value of land throughout the entire 
country has advanced from $25 to $50 an acre over that figure. 

Mr. Strong. Don't you think that the very opportunity that he 
has to borrow $25,000 has a tendency to increase the price of land 
by permitting the large landowners to purchase more land, and as 
a final result, deprive the poor man from an opportunity of buving 
land? 

Mr. Corey. Xo; I don't think so. provided the loans are made 
under that particular part of the system where the loans are re- 
stricted to men who are going to purchase, occupy, and work the 
land themselves. 

Mr. Strong. The men who advance the price of land, in my judg- 
ment, are the well-to-do farmers and speculators who are going out 
and buying more land, because they have an established credit and 
can borrow money because they can borrow funds by reason of 
their wealth. 

Mr. Corey. That is true. 

Mr. Strong. And they put up the prices, and deprive the little 
farmer of the opportunity of owning a farm. 

Mr. Corey. I think that is correct. 

Mr. Strong. Then, why should the Government issue tax-free 
bonds in order to help rich men borrow large amounts of money? 

Mr. Corey. That is pretty drastic, and very properly speaking, 
proper criticism of the loans through the joint-stock land banks. 

Mr. Strong. That is the argument upon which this proposed in- 
crease of $10,000 to $25,000 was defeated in the House; that is the 
argument that defeated the amendment for such increase when it 
was made to H. R. 6861 in the House last July. 

Mr. Corey. We must not lose sight of the proposition that the kind 
of man you describe can not be restricted from borrowing any 
amount under the Federal farm-loan system. Where the restriction 
is, is with the Federal farm-loan bank, but they can borrow from 
the joint-stock banks. 
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Mr. Strong. Men who have that kind of credit can borrow money 
*iny place, and, if we should pass this bill, we would by reason of the 
fact that the bonds are issued " tax free," enable them to borrow still 
•cheaper and outbid th§ farmer who needs and wants a home, and we 
would do so by reason of the issuance of " tax-free bonds," which, I 
think, is a very bad policy. 

Mr. Corey (interposing). Pardon me. 

Mr. Strong. How are we going to take care of the little farmer 
, that wants to buy 80 acres or 160 acres ? It seems to me that 

Mr. Corey (interposing). $25,000 loans will help the man buy 160 
to 240 acres. 

Mr. Steagall. Let me ask a question 

Mr. Strong (interposing). Not unless he is rich enough to furnish 
the security. Here is a $15,000,000 advertisement of a joint-stock 
land bank, in which it says that the bonds are tax free; these are 
to be ^issued to supply cheap money to the well-to-do and tax-free 
bonds to the rich. Now, where does this propose to stop? 

Mr. Corey. I have no defense to make of that. 

Mr. Strong. It seems to me that the purpose of this committee 
should be to wipe out the tax-free bonds that are to be used by the 
joint-stock land banks and keep the amount, the limit of the present 
Federal land bank loans doiyn to $10,000. Lets take care of the 
little farmer that is trying to get along, and let the big farmer and 
speculator hustle for himself. It has been my observation that he 
<;an take care of himself. I ask that this advertisement of $15,000,000 
tax-free bonds by a joint-stock bank be copied in these hearings at 
this point. 

TAX FREE 
$15,000,000 

Joint Stock XtAnd Bank 

5% BONDS. 

Issued under the Federal farm -loan act. 

Dated May 1, 1919 ; November 1, 1919. 

(Optional May 1, 1924 ; November 1, 1924. 

Due May 1, 1939 ; November 1, 1939. 

Redeemable at par and accrued interest on any interest date after five years 
from date of issue. Coupon bonds fully registerable and interchangeable. 
Denominations $1,000 and $500. Interest payable semiannually May 1 and 
November 1. Principal and interest payable at the bank of issue or at the 
Equitable Trust Co. of New York, New York City. 

Exempt from all Federal, State, municipal, and local taxation, excepting only 
inheritance taxes. 

Attention is called to the following investment qualities of these joint stock 
land bank bonds: 

1. Instrumentalities of the United States Government, secured by first farm 
mortgages approved by the United States Government. 

2. The principal and interest of these bonds are exempt from all Federal, 
State, municipal, and local taxation except inheritance taxes. 

3. Legal investment for all trust and fiduciary funds under Federal juris- 
diction. 

4. Acceptable as security for Government deposits, including postal savings 
deposits. 

5. Secured by first farm niortages made under Federal supervision or by 
United States Government bonds or certificates. 

6. The Attorney General of the United States has rendered an opinion approv- 
ing the constitutionality of the act and the validity of the provisions exempting 
these bonds from taxation. We have also secured the opinion of George W. 




24 AMENDMENT TO FEDERAL FARM LOAN ACT. 

Wickershaiu, Esq., of Messrs. Catlwalader, Wickersham & Taft, and William G. 
McAdoo, Esq., of Messrs. McAdoo, Cotton & Franklin, confirming the validity 
and exemption from taxation of the above bonds. 

We have received similar favorable opinions on these bonds from the fol- 
lowing well-known attorneys; 
John Hampton Barnes, Philadelphia, Pa. 
Squire, Sanders & Dempsey, Cleveland, Ohio. 
Lancaster & Simpson, Minneapolis, Minn. 
Lines, Spooner & Quarles, Milwaukee, Wis. 
Charles & Rutherford, St. Louis, Mo. 
Miller, Canfield, Paddock k Perry, Detroit, Mich. 
Guthrie, Conrad & Durham, Kansas City, Mo. 
Farrar, Goldberg & Dufour, New Orleans, La. 
Maxwell & Ramsey, Cincinnati, Ohio. 
Miller, Mack & Fairchild, Milwaukee, Wis. 
Mayer, Meyer, Austrian & Piatt, Chicago, 111. 
Humphrey, Crawford. Middleton & Humphrey, Louisville, Ky. 
The Federal district court at Kansas City October 31, 1919, dismissed th«* 
suit attacking the constitutionality of the Federal Farm Loan act and the tax 
exemption of the bonds, thus, in effect, establishing the validity of the art 
and all of its provisions. 

Price, 102 and interest ; yielding over 4.50 per cent to optional maturity- 
5 per cent thereafter. 

Descriptive circular containing complete list of issuing banks and copy 
of legal opinion of George W. Wickersham, Esq., and William G. McAdoo, Esq.. 
may be had upon request. 

William R. Compton Co., 

U Wall Street, New York, 
Halsey, Stuart & Co. (Inc.), 
Successors to N. W. Halsey & Co., Chicago, 

Land Title Bldg., Philadelphia. 
The Equitable Trust Co. of New York, 
liond Department, 37 Wall Street, Ncto York. 

The above statements are official or based upon information which we regard 
as reliable, and while we do not guarantee them, they are the data upon which 
we have acted in the purchase of these bonds. 

Mr. Steagall. Here is what I want to ask Mr. Corey. This i- 
what I have in mind, and I am speaking generally regarding thi> 
committee, and here is what I want to ask him: We are all agreed. 
I take it, that the main thing we would like to do is to encourage 
homeowning by farmers ? 

Mr. Corey. There is no question about that. 

Mr. Steagall. And in that way, of course, it was the general 
hope that we would increase production and build up the general 
life of the Nation. Now, then, if we extend the benefit of thi- 
loan, it is going to grant exemption of taxation to these bonds, and 
if we extend this, and* if we raise the maximum loan to $2f>,00»> 
won't we be up against this danger, that there will be widespread 
criticism against the showing of favors by the Government to a 
class of citizens who need it no more than others — you see, they will 
base their argument against it, that it applies to the men who need 
it less; and won't there be criticism and complaint against letting 
these bonds be free from taxation, and won't we finally jeopardize 
the whole system: and bring on an attack against it that might tak«» 
away the benefits of the law as it now stands, might we not rim 
a risk of doing that, of destroying this act? You see, those opposed 
to this law have used that argument from the beginning, and if 
we go and raise* this maximum amount of loans to be allowed to 
$25,000, so that a man owning a farm worth $50,000 would be able 
to borrow $25,000 under this bill, I think that thev might use that 
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to destroy the system, and thereby defeat the highest and best aim 
of the law, which was to take care of the small farmer and enable 
the tenant to buy and own his farm. Now, that is along the line 
that this committee has to determine. 

Mr. Strong. I can say that I have gotten 25 or 30 letters from 
men in my district protesting against these bonds being tax-free, 
and the only argument I had to make in reply was that it was 
limited to $10,000, on the Federal farm banks, to help the little 
farmers buy farms at a cheap rate of interest. Now, if you take 
that answer away, what are we going to say in answer to the criti- 
cism that the Government is helping one class of citizens who do 
not need it and making it harder for the poorer man to own a farm! 

Mr. Steagall. You see, we can't justify direct f avors of the Gov- 
ernment to individuals. We have justified this as a matter of public 
policy, as it was necessary to get a low rate of interest for the 
tenant farmers to purchase their farms. We have justified it, be- 
cause we were encouraging home ownership among American farm- 
ers, and we were encouraging production, and we were building up 
the agricultural sections of this country, and on that line we could 
justify these acts, and if we raise this to benefit the large farm 
owners, it is going to have the opposite result, as it will remove that 
argument. 

Mr. Strong. Every man whom I am well acquainted with that 
spoke in favor of us increasing this to $25,000, was a man I per- 
sonally knew to be a large landowner, owning not hundreds but 
thousands of acres of land. I personally knew four of them. 

Mr. Steagall. I would like to raise the limit, if it is going to 
be a great benefit to the country, but we must not jeopardize the 
entire system, and we must not forget the main thing. We must 
keep always in mind what the system was built up for, to take care 
of the small man, and we must never jeopardize that main purpose. 

Mr. Corey. Your statement prompts this statement from me. 
Congress has already determined that loans may be made up to 
$25,000, or $50,000, or, as a loan that I know of which was being 
negotiated in the State of Iowa, up to $800,000, to one individual 
through the present Federal farm loan system, but through that 
part of the system where all of the benefit of the tax exemption 
went not to the farmer, but to the man who had put his money in, 
had invested it in capital stock, in the joint stock companies. 

Mr. Steagall. You are making the argument there, that because 
one branch of it has this privilege, that the other should, on the 
question of precedent. I do not stand by precedent like some people 
do. I thjnk we are governed too much by precedent, in the legis- 
lative bodies, and we are governed too much by precedent in our 
jurisprudence, but men donr get anywhere with me by quoting what 
I have done at one time, for I have done wrong so often; and because 
I have done wrong on one case, is no reason why I should at another 
time. 

Mr. Corey. There is no question about that. I have not attempted 
to answer your fundamental economic question, because I have a 
brief here which covers that, and I think it would be more readily 
understood if it should be answered in this way. 



26 



AMENDMENT TO FEDERAL FARM LOAN ACT. 



Mr. Stevenson. I would like to ask one question, or a suggestion, 
as to the limit of the class of loans, that the loans of both Federal 
land banks, and joint stock land banks, which exceed $10,000, shall 
be classified in one class, and the loans classified in the other, and 
that the bonds issued exceeding $10,000 should be taxable, should 
not have the tax-free privilege, and that they should so state on 
their face. That, of course, would raise the point that we were 
making a 'discrimination between two classes of people, but the 
prime, economic situation with regard to this law nas been stated 
by Mr. Strong and Mr. Steagall, and it is justifiable. 

So far as I am concerned, I am becoming to be opposed to any in- 
crease in the tax-free securities of the country. 

Mr. Steagall. I doubt, if we did not have this system now, and I 
realise that in my section of the country a part of the conditions with 
respect to the price of money is due to this system, not directly, but 
indirectly, it has been a great benefit to our people, but if conditions 
had been just what they are now, I doubt if it would have passed, 
if this law would have been passed, either by this Congress or by the 
Congress which preceded it. The truth of the proposition is that 
the Federal reserve act, together with the Federal farm loan act, ha* 
made money plentiful, and we had better watch our step when we 
begin to extend this character of legislation. 

Mr. McFadden. Mr. Corey, you are here representing 12 banks, or 
representing those banks and the Federal farm-loan system. It has 
come to my attention, in several cases, that different banks made loan- 
in access of $10,000 on some one farm. My attention was called the 
other day to a loan that was made in the State of Alabama, from 
which Mr. Steagall comes, of $30,000 on one farm, by splitting the 
loan up. Is that customary ? Are loans of that nature outstanding ? 

Exhibit C. 

NATIONAL FARM LOAN ASSOCIATIONS. 

Statement showing number of charters issued and canceled to Oct. 8t f 1919. 

segregated by States. 



i 



District and States. 



FIRST DISTRICT. 



Connecticut 

Maine 

Massachusetts... 
New Hampshire. 

New Jersey 

New York. 

Rhode Island 

Vermont 



Total. 
Operating . . 



SECOND DISTRICT. 



Delaware 

Maryland 

Pennsylvania. 

Virginia 

West Virginia. 



Total operating. 



Issued. 



15 
16 
18 

6 
17 
43 

2 
11 



128 ! 
126 



Can- 
celed. 



1 

In 

47 ,. 
76 ', 

25 i. 



164 



District and States. 



THIRD DISTRICT. 



Florida 

Georgia 

North Carolina. 
South Carolina . 



Total. 
Operating.. 



FOURTH DISTRICT. 



Indiana . . . 
Kentucky . 

Ohio 

Tennessee . 



Total. 
Operating. . 



FIFTH DISTRICT. 



Alabama. 
Louisiana, 



Issued. 



68 

67 

129 

100 



Can- 
celed 



. 364 
355 


<* 


90 

81 

36 

112 


> 


319 

308 


« « 



107 
71 
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Statement showing number of charters issued ami canceled to Oct. 3L 1919, 

segregated by States — Continued. 



District and States. 


Issued. 


Can- 
celed. 


District and States. 

TENTn DISTRICT. 

Texas 

Operating 

ELEVENTH DISTRICT. 

Arizona 


■ 

• Issued. 

i 

t 

327 
31S 

9 
115 

4 
60 


Can- 
oeled. 


fifth district— continued. 


■ 
1 

j 141 




9 


Total 

Operating 


319 

| 317 


2 


■- " - " - 


SIXTH DISTRICT. 


! 

1 

137 
113 
134 


7 
6 
4 


1 


Arkansas 


California 


12 


Illinois .... 


Nevada 




Missouri 


Utah 


1 




Total 




Total 


382 
367 


17 


UN 
174 

75 
132 

91 
153 


14 


Operating . . _ 








TWELFTH DISTRICT. 

Idaho 




SEVENTH DISTRICT. 

Michigan 


118 
147 
170 

87 


i 

1 
1 
3 




Minnesota 




North Dakota 


Montana 




Wisconsin , 


Oregon 






Washin^t/m 




Total 


522 
517 


5 


Total operating 




Operating 


451 

128 
164 
364 
319 
319 
384 
522 
362 
461 
327 
188 
451 

3,989 
3,862 






SUMMARY. 

1. Springfield 




EIGHTH DISTRICT. 

Iowa 


136 

125 

79 

22 


3 
2 




Nebraska 


2 


Smith Dftkrttft\ ........ .... 


- 2. Baltimore 




Wyoming 


3. Columbia 


9 




4. Louisville 


11 


Total 


362 
357 


5 


5. New Orleans 


2 


Operating 


6. St. Louis 


17 




7. St Paul 


A 


NINTH DISTRICT. 


131 

130 

81 

119 


25 
1 

21 
6 


8. Omaha 


5 




P. Wichita 


53 


Colorado 


10. Houston 


9 


Kansas 




14 


New Mexico 


12. Spokane 




Oklahoma 


G rand total ... 






127 


Total 


461 
408 


53 


Operating 




Operating 



















Statement showing the name and location of the joint-stock land banks and the 
States in which they are severally chartered to do business. 



Title. 



1 . The Iowa Joint Stock Land Bank of Sioux City . 

2. The Virginian Joint Stock Land Bank of 

Charleston. 

3. The Fletcher Joint Stock Land Bank of Indian- 

apolis. 

4. The First Joint Stock Land Bank of Chicago. . 

5. The Liberty Joint Stock Land Bank of Salina. . 

6. The * Mississippi Joint Stock Land Bank of 

Memphis. 

7. The Arkansas Joint Stock Land Bank of Mem 

Shis. # 
e Lincoln Joint Stock Land Bank of Lincoln. 
9. The Bankers' Joint Stock Land Bank of Mil- 
nvaukee. 

10. The First Joint Stock Land Bank of Fort 

Wnvnfi. 

11. The First Joint Stock Land Bank of Minne- 

apolis. 



Location. 



Sioux City, Iowa.. 
Charleston, W. Va 

Indianapolis, Ind . 

Chicago. Ill 

Salina. Kans 

Memphis, Term... 

do 

Lincoln, Nebr 

Milwaukee, Wis... 

Fort Wayne, Ind.. 

Minneapolis, Minn. 



States. 



South Dakota and Iowa. 
Ohio and West Virginia. 

Illinois and Indiana. 

Iowa and Illinois. 
Missouri and Kansas. 
Mississippi and Tennessee. 

Arkansas and Tennessee. 

Iowa and Nebraska. 
Minnesota and Wisconsin. 

Ohio and Indiana. 

Iowa and Minnesota. 
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Statement showing the name and location of the joint-stock land banks and the 
States in which they are severally chartered to do business — Continued. 



Title. 



12 The Illinois Joint Stock Land Bank of Monti- 
cello. 

15. The Montana Joint Stock Land Bank of 
Helena. 

14. The Fremont Joint Stock Land Bank of Fre- 

mont. 

15. The Des Moines Joint Stock Land Bank of Des 

Moines. 

16. The First Texas Joint Stock Land Bank of 

Houston. 

17. The Peters Joint Stock Land Bank of Omaha. . 
IS. The Colonial Joint Stock Land Bank of Nor- 
folk. 

19. The Central Iowa Joint Stock Land Bank of 

Des Moines. 

20. The Virginia-Carolina Joint Stock Land Bank 

of Norfolk. 

21. The Southern Minnesota Joint Stock Land 

Bank of Redwood Falls. 

22. The Dallas Joint Stock Land Bank of Dallas. . . 

23. The Union Joint Stock Land Bank of Rich- 

mond. 

24. The Guarantee Joint Stock Land Bank of 

Wichita. 

25. The San Antonio Joint Stock Land Bank of 

San Antonio. 

26. The California Joint Stock Land Bank of San 

Francisco. 

27. The La Fayette Joint Stock Land Bank of La j 

Fayette. ! 

28. The Kansas-Missouri Joint Stock Land Bank , 

of Tope ka, Kans. 
9. The First Illinois-Missouri Joint Stock Land 
Bank of Champaign, 111. 



Location. 

Monticello, 111 

Helena, Mont 

Fremont, Nebr 

Des Moines, Iowa — 

Houston, Tex 

Omaha, Nebr 

Norfolk, Va 

Des Moines, Iowa — 

Norfolk, Va 

Redwood Falls, Minn 

Dallas, Texas 

Richmond, Va 

Wichita, Kans 

San Antonio, Tex .... 

San Francisco, Calif. . 

La Fayette, Ind 

Topeka, Kans 

'Champaign, 111 



States 



Iowa and Illinois. 

Idaho and Montana. 

Iowa and Nebraska. 

Minnesota and Iowa. 

Oklahoma and Texas. 

Iowa and Nebraska. 
North Carolina and 

ginia. 
Minnesota and Iowa. 



Vir- 



North Carolina and Virginia. 

South Dakota and Minne- 
sota. 
Oklahoma and Texas. 
North Carolina and Virginia. 

Oklahoma and Kansas. 

Oklahoma and Texas. 

Oregon and California. 

Indiana anc Illinois. 

Kansas and Missouri. 

Illinois and Missouri. 
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Mr. Corey. There have been some loans made, say, to husband 
and wife, and under the letter of the law. of course, tnere can be no 
doubt of the legal right to loan to the wife and to the husband up to 
the limit of $10,000. 

Mr. McFadden. Where the farm is owned by the husband? 

Mr. Corey. It is purely a question as to whether or not the wife 
and the husband have a separate title to either an undivided half 
interest in the land or an actual separation of the land owned as an 
entity. Now, very properly under the law, some of these loans were 
made. The Farm Loan Board criticised that. They suggested that 
that might be looked upon as stretching the intent of the law, and the 
practice, so far as I know, was stopped. 

Mr. Strong. It is an absolute violation of the spirit. You said 
"very properly." I think a banker who does that violates the spirit 
of the law. 

Mr. McFadden. May I ask another question along that line? It, 
was the intention of the law that the people who borrowed under 
this act should live upon the land. My attention was called to many 
instances where people have gotten loans on land whefri they lived 
a good many miles away from the land. Is that a common practice 
in granting loans? 

Mr. Corey. Your first statement was not entirely accurate. It is 
not necessary that a borrower live upon the land. The relationship, 
the ordinary relationship, of landlord and tenant must not exist. 
There is nothing to prevent a man who lives in town, who works a 
farm by hired labor, who owns the stock on the farm and is finan- 
cially responsible for that farm, there is nothing in the letter or 
spirit of the law to prevent him making a loan on that farm. 

Mr. McFadden. I have here this advertisement of the sale of 
$15,000,000 l of joint stock land bank 5 per cent bonds. I 
notice at the top of it in bigj, heavy letters the words "tax free," 
and farther down I notice, in exceedingly heavy type, "Exempt 
from all Federal, State, municipal, and local taxation, excepting 
only inheritance taxes." Farther down it says, " Instrumentalities 
of the United States Government, secured by first farm mortgages 
approved by the United Sta^s Government," and then farther down 
it says that, " The principal and interest of these bonds are exempt 
from all Federal, State, municipal, and local taxation except inheri- 
tance taxes." Farther down it says, in heavy type, that "George 
W. Wickersham, of Messrs. Cadwalader, Wickersham & Taft, and 
William G. McAdoo, of Messrs. McAdoo, Cotton & Franklin, con- 
firm the validity and exemption from taxation of the above bonds." 
I not farther down, too, that they are yielding 4.50 per cent to 
optional maturity and 5 per cent thereafter. This is an offering by 
the joint stock loan banks, and it also refers to the fact that the 
Federal District Court of Kansas City, on October 31, 1910, dis- 
missed the suit attacking the constitutionality of the Federal farm 
loan act and the tax exemption of the bonds, thus, in effect, estab- 
lishing the. validity of the act and all of its provisions. Evidently, 
the whole purpose of that advertisement is to show that the United 
States Government is back of these securities. This is a joint stock 
land bank proposition, and is not the phase you represent. 

149541— 19— pt 2 2 
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Mr. Strong. If you will pardon me ; I want you to notice they are 
selling these above par too. 

Mr. McFadden. Yes. I am glad you called attention to that. Now, 
this is not a frank and fair statement, because that case at Kansas 
City has been appealed and has not been settled, and this is an evi- 
dent attempt of the joint stock land banks to sell their securities on 
the responsibility of the United States Government. Do you think 
that is a proper advertisement for the sale of bonds? 

Mr. Corey. Having read the opinion rendered by Judge YanValk- 
enburg in that case, it is perhaps not as frank as it ought to be, per- 
haps, because the judge suggests a distinct line of cleavage between 
a Federal land bank bond and a joint stock land bank bond. 

Mr. McFadden. In view of their methods and the competition that 
exists, do you think the joint stock land banks should be given tax 
free exemption on their bonds? 

Mr. Corey. If you will treat this as my own personal view of it 
since I am not in any manner qualified to express the views of the 
land bank presidents — - — 

Mr. Strong. I don't think this should be put in the record. 

Mr. McFadden.. The gentlemen are here represented. 

Mr. 'Corey. My own personal view of it is that the joint stock land 
bank clause in the Federal farm loan act was inserted because of a 
feeling on the part of some Members of Congress that possibly the 
cooperative feature of the act w r ould not work as it has worked. The 
joint stock land bank provision .was put in there as a buffer so that 
private capital could go on with the system. The- Federal land bank< 
have proven a success beyond the fondest hopes of the framer* of 
the act and there exists, therefore, no reason for the joint stock land 
bank system, and unless a change is made in this law to eliminate the 
joint stock land banks there will, in the next few years, possibly he 
100 or more of these joint stock land banks and the farmers ami 
agricultural interests of this country will be compelled to pay the 
overhead cost of all the joint stock land banks and the Federal farm 
loan banks covering the same field with no necessity for the two 
systems. There is no justification whatever for the tax exemption of 
the securities issued by the joint stock land banks, and for these rea- 
sons: The joint stock land banks malfe their loans not to actual 
farmers alone, but to landlords and speculators; they make loans not 
for strictly agricultural reasons alone, but for any purpose whatever. 
The joint stock land banks pay their profits to private capital, while 
the Federal farm loan banks are distributing their profits to the 
farms. A number of the Federal land banks have distributed (> p-r 
cent cumulative up to date. 

Mr. McFadden. Six per cent cumulative? Just what do you mean 
by that — on the amount of stock which the farmer holds in the joint 
stock land banks? 

Mr. Corey. In the Federal farm loan banks. 

Mr. McFadden. I mean in the Federal farm loan banks. For in 
stance: If a farmer borrows $1,000, he gets $50 worth of stock. He 
gets 6 per cent on that stock, or $3 ? 

Mr. Corey. A little more, indirectly, than that. Under the plan 
the Federal land bank pays a dividend to the association, and the 
association pays a dividend to the individual. Take our particular 
bank. I might say we paid a dividend up to date — I mean to say, that 
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we base the amount of dividends to the particular association by the 
month, right down to date, so that the dividend to the association is 
computed upon the basis of the capital stock held by individuals in . 
the association from the first of the next month following down to the 
present date. All of these earnings, of course, are distributed among 
the farmers who are in the cooperative association. 

Mr. McFadden. In that connection it is interesting to note that a 
large amount of that stock is owned by the Government. Is the Gov- 
ernment receiving its dividend ? 

Mr. Coret. No, sir. 

Mr. McFadden. These earnings then are all distributed to the 
farmers ? 

Mr. Corey. That is true. Under the act the Government capital is 
paid no interest or dividends, the law merely providing for the retire- 
ment. 

Mr. McFadden. It all goes, then, to the farmer, who is the bor- 
rower ? 

Mr. Corey. Yes, sir. 

Mr. Nelson. Mr. Chairman, if I may be pardoned for just a 
moment. I have some figures here on the tax-exemption feature 
which I would like to insert in the record in connection with a ques- 
tion I would like to ask Mr. Corey at this time. The question has been 
raised in regard to the tremendous increase in these tax-free exemp- 
tion securities because of the operation of these Federal farm loan 
banks, and these joint-stock land banks, and I would like to ask this 
question and put it in the record with these figures which I have 
gathered : What is the total amount of bonds at the present time, or 
loans at the present time, issued by the Federal farm loan banks ? 

Mr. Corey. $271,317,816. 

Mr. Nelson. That is, by the Federal loan banks? 

Mr. Corey. Yes, sir. 

Mr. Nelson. How much by the joint-stock land banks? 

Mr. Corey. I am unable to answer that question now, but I can get 
those figures for you. 

Mr. Nelson. Suppose you put them in the record. Now, in connec- 
tion with that, the tax-free exemption feature, to my mind, is very 
insignificant when you compare it with the large bulk of tax-free 
securities which to-day are in vogue in this country. Now, we have 
in States, counties, and municipalities bonds by the billions which are 
really for electricity and sewerage and improvements for the city 
dweller, and it seems to me that when we attack this act from the 
standpoint of class legislation we are unmindful of the fact that we 
have already established tremendous issues, in the billions of dollars 
of tax-free securities, which are at the present time enjoyed by coun- 
ties, States, and, principally, municipalities. 

It has been contended that this tax-exempt feature is " class legis- 
lation." May I remind the committee that there are now in the 
hands of the investors tax-free securities approximately as follows: 
$7,000,000,000 of municipal, county, and State bonds, and about two 
billion more will be issued this year ; $3,000,000,000 of mutual savings- 
bank securities; $1,700,000,000 of building and loan securities; 
$4,000,000,000 of first and last Liberty loan bonds; $100,000,000 of 
Federal reserve bank stock; $300,000,000 of farm-land bonds, making 
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a total of $16,100,000,000 of tax-free securities. These figures are 
estimated, but are sufficiently accurate for the purpose. 

You will note, in round numbers, about $12,000,000,000 of tax- 
exempt securities on the city or urban improvements. Can it be that 
the city dweller is entitled to his improvements as to light, sewerage, 
etc., to make his life more pleasant and convenient, and that the 
farmer and the rural dweller should have no like privilege? One of 
the reasons why improvements and living conditions in the country 
have been retarded has been the lack of credit facilities. The volume 
has not been there and the lender of money to the farmers has ex- 
acted his pay. I challenge successful contradiction of this state- 
ment. In fact, I am confident you must know, upon reflection, this 
to be an actual fact. 

Mr. Brooks. Don't the municipalities and the others pay the taxes 
on these securities ? 

Mr. Nelson. These are absolutely tax free. The tax-free exemp- 
tion is to the one who holds the security. 

Mr. Brooks. I understand, but doesn't the municipality issuing 
these bonds pay the taxes due on them ? 
* Mr. Nelson. No. 

Mr. Brooks. Are you sure of that? If a corporation issues bonds, 
tax free, that means the purchaser of the bonds does not pay the 
taxes, but the corporation that issues them does. 

Mr. Nelson. These are not corporations. 

Mr. Brooks. A municipality is a corporation. 

Mr. Nelson. The point I am trying to make, Congressman Brooks, 
is this, that when you attack the Federal loan act because of the tax- 
free feature on its bonds for the interest of the farmer on the grounds 
of class legislation, we are forgetting the fact that we are having to- 
day billions and billions of issues for municipalities and for city 
dwellers in the line of improvements, and we are not fairly represent- 
ing this case. 

Mr. Towner. Mr. Chairman, I believe there are some things that 
perhaps these gentlemen, even with all the statements made by their 
representatives, would not care to say, and I think the committee can 
understand the embarrassment of the situation. When this legisla- 
tion was enacted, its dual system, consisting of the cooperative farm- 
loan clause and the joint-stock land clause was necessitated becau^* 
of the fear that the cooperative system would be very slow in being 
accepted by the people, slow of being understood, and that as an en- 
couragement to getting it on its feet the joint-stock land system wa- 
really inaugurated as part of the system. Now, gentlemen, the joint- 
stock land system is not an assistant to the cooperative bank system. 
It has become its virulent enemy. It is working for its destruction 
and it is no longer needed for the purpose of inaugurating and mak- 
ing successful the cooperative system. 

The cooperative system is already successful. The joint-stock lan»l 
banks have special privileges which the cooperative farmers' bank- 
do not have, one of which is this provision with regard to no limi- 
tation on loans. Now these gentlemen very modestly say, " Put 
us on an equality with these banks with regard to this proposition." 
That is as far as they go. In my judgment, they would be per- 
fectly justified in asking that the joint-stock land banks be liquidate!. 
They can all of them go out of existence, because they have justified 
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their being called into existence, and they could go out of existence 
with profit to themselves. The fact that the tax exemption of bonds 
is brought in in opposition to the system is justified only because 
of the facts that the tax exemption exists with regard to these joint- 
stock land banks, where all the profits inure to the individual. 

Mr. McFadden. Do you think it would be possible for the joint- 
stock land banks to compete with the cooperative branch if the tax- 
exemption feature was removed? 

Mr. Towner. Yes; I think they could compete successfully. That 
is, I think they could still injure the farmers' cooperative system, 
because they would still have the special privilege. For instance, 
the very matter that you are investigating now, as to the amount of 
the loans, would give them the advantage in a great many respects. 
Of course, this is such an extensive proposition and has so many 
different features that I only just wanted to say this much in order 
that you might understand the fact that these gentlemen do not like 
to attack the system under which they are inaugurated, but, as a 
matter of fact, they are here now appealing' for their lives before 
you. 

I do not think there could be any criticism, any legitimate criti- 
cism, that would be brought against the cooperative farmers' system 
if it were not for the fact that the cooperative land banks have such 
features that are so indefensible in the eyes of the people that the 
whole system, cooperative system included, is discredited because of 
of that fact. I am making this statement because I think it is due 
to these gentlemen to let you know that they are simply appealing 
here to be placed in a position of equality with their most dangerous 
rivals, and I think that if this matter goes on, with the fact that 
these joint-stock land banks can make as much as 18 per cent indi- 
vidual profit to their owners, and with the initiative and force that 
will be back of this, as against those men that represent the farmers 
entirely by the cooperative system, where the profits all inure to the 
benefit of the farmers, and where whatever profits are made will 
result in a reduction of interest to the farmers — I think as between 
the two systems you know what the result will be. 

The Chairman. Now, Mr. Corey, if you will start out your argu- 
ment where you desire, we will be glad to listen to you. 

Mr. Corey. I will take just a very short time. The reasons in sup- 
port of our position that the loan limit should be increased to $25,000 
are — 

First. The Federal farm loan act should be made of universal 
application, so that every actual farmer may be permitted to enjoy 
its benefits. 

Second. The farm unit in many sections of the United States is 
from 160 to 240 acres, which land is valued at an average of $200 per 
acre. 

Third. The adequate financing for this type of unit, which is the 
high-priced land section, will therefore require that the maximum 
loan limit should be increased to $25,000. 

Fourth. In the ranching districts of the United States the capital 
outlay required for a properly balanced ranch unit is substantially 
the same as in the more highly developed sections described above 
where more intensive farming is practiced, for while the cost of land 
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per acre is less, the acreage mast necessarily be larger in order to 
make a profitable ranch unit. 

Fifth. The loans made by the joint-stock land banks, which have 
no legal loan limit, show that there is a necessity for loans in excels 
of $10,000. I am attaching a record of the Fremont Joint >t<> k 
Land Bank to date (Exhibit A). Commenting on that, why blu>uM 
there be two systems for that class of farmers requiring more tiriii 
$10,000. and why shouldn't every farmer have the opportunity t<> 
choose the cooperative system to make his loan, provided he i* an 
actual farmer? 

Sixth. The joint -stock land banks were created by Congre^ lo- 
calise of the conviction that the Federal land banks might not lie a ; '■» 
to function through national farm-loan associations to take care of 
the farm-loan needs of the farmers of the United States. The re<-nnl 
of the Federal land banks has demonstrated that the reason whicii 
prompted the inclusion of joint-stock land banks no longer exi-t<, 
W au.-e the Federal land banks have functioned with unqualified -k 
ce>s. I am submitting a summary of the record of the Federal lan-i 
banks to date (Exhibit B). In this connection it is interesting ti 
note that of the loans made bv all the Federal land banks during <><- 
tober. l'ili), 18 per cent were made to landless men to buy farm h<mi*>. 
This percentage will be greatly increased when the loan limit i> in 
cre:i>ed to enable landless men to purchase farm homes in the nmrv 
highly developed sections. 

Seventh. The Federal land banks must have a large proportion <»f 
the business in the most highly developed sections of the country, 
where the profits in the loan business are greatest, so that they cm 
make the loans in the poorer sections at the present low rate. 

Eighth. Loans must be made upon a large proportion of the in<M 
highly developed lands, so that capital may be attracted to invent :r. 
these securities. It is necessary that the loan limit be increaM\l t«- 
include the types of loans I have described for the following rea><>:>: 

First. Because the farmer living in these more highly develoj>.*<i 
districts is entitled to the benefits of the Federal farm-loan act. be- 
cause his ability to make his loan through this system will give him. 
first, a loan upon the amortized plan, which is particularly essentia! 
in high-priced land sections, and, second, an interest rate of nearly 
1 per cent less per annum than he is required to pay through otbt*r 
loan agencies. To explain that, the dinerence between the rate <>f 
the joint stock land banks and the Federal farm loan banks is only 
one-half of 1 per cent. The profits, however, of the Federal Kii. 
banks that they are now earning in nearly all of the districts of t! »» 
United States are such that this will result in a reduction of the in- 
terest rate even below the 54 per cent now charged. That is, the iut 
cost would be reduced to less than 5£ per cent. 

Second. There are these types of prospective borrowers in th» 
higher-priced land districts who are especially entitled to the beniiit- 
of the act: 

(1) The tenant farmer who must amortize his loan and procuiv it 
at the least possible interest rate. As the act now stands, the door of 
opportunity is closed in the face of all tenants in these higher-priiv 1 
land sections. 
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(2) The landowner to-day who wishes to enlarge his holdings to 
furnish a farm for the grown children is prevented from getting an 
amortized loan at the lowest interest rate. 

The aim of the Federal farm-loan act is the higher and universal 
development of agriculture in the United States. Capital at a Iqw 
rate on a long-term amortization plan is the answer to agriculture's 
greatest need. A system constructed upon a plan which would per- 
mit merely of the loans upon the poorer classes of lands would in- 
stantly defeat the primary objects of the Federal farm-loan act, be- 
cause the experience of all the Federal land banks to date is that in 
most poorer land sections a 5} per cent loan rate has been given at 
an absolute loss to the Federal land banks. The banks have been able 
to furnish a 5£ per cent rate and part of them have been, and all 
soon will be, paying dividends, which throughout the greater part 
of the United States will reduce this net cost even lower. 

The losses in this territory have been overcome through the profit- 
able loans that have been made in the more highly developed part of 
the United States, where the overhead cost is lower. 

Congress wisely made all the Federal land banks of the system 
mutually interdependent. It is important, therefore, not only to a 
few districts where the acreage of more valuable lands is greater, but 
it is important to every bank in the system that loans be placed upon 
the largest possible number of the most highly developed units in 
the United States because the profits from these units go to the gen- 
eral benefit of the system. In the creation of the 12 Federal land 
bank districts the Federal Farm Loan Board, in so far as it was 
possible, balanced the various districts with a fair proportion of the 
higher-priced lands together with the lower-priced and less-favored 
districts. 

It is essential to the continued operation of the Federal farm-loan 
act that a sure, certain, and adequate market be found at low rates 
for Federal land bank bonds. It is common knowledge that loans 
by private concerns in former years in exclusively low-priced land 
sections have commanded high interest rates. If the Federal farm- 
loan act had been restricted to the small, widely scattered loans 
of the cheaper sections to the men who were paying unreasonably 
high rates under the old plan, investors in Federal land bank bonds 
would not have been attracted to these securities. The Federal land 
bank bonds have attracted the investing public because of the strong 
balance of the highest class farm securities in the best developed 
land sections of the United States. While the volume of business 
by the Land banks in the more highly developed and low rate 
territory has been substantial, the Federal land banks have not writ- 
ten nearly so large a proportion of the farm loan business in such 
territory as they have written in the less-favored districts, because 
the limitation of $10,000 has been a severe handicap as we have 
set forth above. 

While the problem has been distressing to the system in former 
years, it has been made much more acute recently through the or- 
ganization of joint stock land banks, which confine their loans ex- 
clusively to this highly developed territory and which have no loan 
limit under the Federal farm-loan act since the capitalization of the 
standard farm units of this highly developed territory will require 
a loan of from $20,000 to $25,000. If the loans are to be 50 per cent 
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of the land values, the farmers who must amortize their loans will 
make them through the joint stock land banks. 

This will be true because adequate capital will be the controlling 
factor rather than economy of loan. 

The Federal land banks, speaking for the farmers of the United 
States, believe that every farmer should have the unrestricted op- 
portunity to choose for himself as to whether or not he shall borrow 
through the cooperative system or through the system operated 
for private profit. 

We make no plea for landlords or for the man who is borrowing 
the money for land speculation or for any purposes other than for 
the development of agriculture, which is the fundamental purpose 
of the Federal farm-loan act as sot out by the terms thereof, except 
as permitted to joint stock land banks. 

The fundamental purpose of the farm-loan act as stated in the 
preamble is to provide capital for agricultural development, and in 
furtherance of this purpose the act specifically provides the pur- 
poses for which money may be borrowed from Federal land banks. 
Loans may be made only to actual farmers for strict agricultural 
uses. As to these limitations, we have no complaint. We believe 
that every loan made under the terms of the Federal farm-loan 
act, no matter by what agency, should be restricted to actual fanners 
for agricultural development rather than to landlords and specu- 
lators. We further believe that every actual farmer should have an 
opportunity to finance himself under the Federal farm-loan act 
through that part of the farm-loan system which conforms to the 
fundamental purposes of the act, which authorizes farm loans to 
these actual farmers at cost and where the benefits of tax exemption 
bonds accrue to the farmer borrower rather than to private capital. 

The one part of the systeni is in theory and in actual practice in 
direct contravention of the fundamental purposes of the Federal 
farm-loan act. The other part, that represented by Federal land 
banks, has been earnestly striving to the complete fulfillment of 
the fundamental purposes of the act, and when Congress shall see 
fit to make it possible for all actual farmers to enjoy the benefits of 
the intent of the framers of the act will be completely fulfilled and 
agriculture will be developed in the highest possible degree. If 
the joint stock land banks are to continue as a part of the Federal 
farm-loan system, they should be restricted in their loans exactly 
as are the Federal land banks so that every actual farmer may have 
unrestricted opportunity to choose for himself as to whether or not 
he shall make his loan through the cooperative system or through 
that systeni where the profits are collected for the benefit of private 
capital. 

The students of agriculture, agricultural experts, farmer man- 
agers, agricultural colleges, and county agents generally throughout 
the United States have insisted that an increase of the loan limit 
is imperative if the Federal farm-loan act is to serve agriculture as 
it was intended. The farm journals throughout the United States 
have urged the necessity of this increase. The farm organizations* 
including the national grange, the farmers' union, the farmer-' 
national congress, the national society of equity, the national organi- 
zation of county farm bureaus, and numerous State associations r»f 
secretary-treasurers have earnestly urged that the Federal land bank- 
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call upon Congress for this increase in order that the farmers gen- 
erally throughout the United States might be better served in their 
loan requirements- 
Several hundred secretary- treasurers of national farm- loan a>so- 
eiationshave insisted that unle-s this limitation is increased, the asso- 
ciations can not survive in anv of the more hisrhlv-develot>ed terri- 
tory of the United States. In all of such territory there is unques- 
tionable evidence that the associations are goin*r to be so retarded in 
their development, by reason of their inability to meet the require- 
ments of the farmers in their territory, that a complete fulfillment 
of the fundamental purpo-es of the Federal farm-loan act will not 
be possible. 

The experience of the Federal land banks in the two and a half 
years of operations under this act has so convinced them of the im- 
perative need of the increase of the loan limit that the presidents 
of all the 12 Federal land banks unanimously join in urging upon 
Congress the passage of an amendment iiuTea>intr the loan limit 
to $25,000. 

The Federal farm-loan board earlv in the administration of this 
act discovered that the maximum loan limit of $10,000 was an un- 
reasonable and unscientific limitation, and they, therefore, recom- 
mended in their first annual report, and renewed the recommenda- 
tion in the second annual report, that this loan limit should be 
increased to $25,000. 

The enactment -of the Federal farm-loan act is one of several enact- 
ments of Congress resulting from a recognition of the Xat ion's 
obligation to agriculture. Congress has for a long time realized that 
a Xation's wealth is in direct proportion to its agricultural develop- 
ment and prosperity. One of the principal purposes to be accom- 
plished in the enactment of the Federal farm-loan act was to remove 
ill the obstacles standing in the way of a full development of our 
igricultural wealth. The enactment of this act in 1916 has proven 
o be opportune. The slogan for the present period of reconstruc- 
ion and economic unrest brought about bv the World War is in- 
reased production. This burden of increased production will fall 
>rimarily upon the farmer, and it is highly important that this work 
e not retarded by the lack of proper financing, and it is certain 
"hat the 'Federal land bank loan is bound to be an important factor 
Dntributing to the agricultural output of the country. 
The choice is presented to Congress between a makeshift, poorly- 
danced plan which benefits one farmer and denies benefits to an 
(ually deserving brother farmer on the one hand and on the other 
ind, to round out the system in such manner as to make it a broad 
mprehensive national cooperative plan, under which all the 
rmers of America may mobilize their resources for their own and 
1 iional prosperity. 

1 The thought and purpose we have sought to express may be sum- 
1 irized by a quotation from the writings of a typical and illustrious 
1 nerican, Theodore Roosevelt, on the subject, " Farms and 
[t xmers " : 

t Ve can not permanently shape our course right on any international issue 
e ess we are sound on the domestic issues; and this farm movement is the 
H 1 damental social issue — the one issue which is even more basic than the rela- 
H i: is of capitalist and workingman. The farm industry can not stop; the 
br'id is never more than a year from starvation; this Great War has im- 
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mensely increased the cost of living without commensurately improving tin* 
condition of the men who produce the things on which we live. Even in this 
country the situation has become grave. 

Our object must be (1) to make the tenant farmer a landowned ; (2) to 
eliminate as far as possible the conditions which produce the shifting, sea- 
sonal, tramp type of labor, and to give the farm laborers a permanent status, 
a career as a farmer, for which his school education shall lit hi in, and wh'cli 
shall open to him the chance of in the end earning the ownership in fee of his 
own farm; (3) to secure cooperation among the small landowners, so that their 
energies shall produce the best possible results; (4) by progressive taxation 
or in other fashion to break up and prevent the formation of great landed 
estates, especially in so far as they consist of unused agricultural land; (."»i 
to make capital available for the farmers, and thereby put them more on an 
equality with other men engaged in business; (G) to care for the woman on the 
farm as much as for the man, and to eliminate the conditions which now so often 
tend to make her life one of gray and sterile drudgery; (7) to do this pri- 
marily through the farmer himself, but also, when necessary, by the use of the 
entire collective power of the people of the country; for the welfare of the 
farmer is the concern of all of us. 

Lack of capital on the part of the farmer inevitably means soil exhaust inn 
and therefore diminished production. The farmer w T ho is to prosper must ha\»* 
capital; only the prosperous can really meet the needs of the consumer; and in 
this, as in every other kind of honest business, the only proper basis of succe<* 
is benefit to both buyer and seller, producer and consumer. 



Exhibit A. 

The Fremont Joint Stock Land Bank, of Fremont, Nebr., of which bank 
former Congressman Stephens is president, is typical of the experience of a 
number of joint-stock land banks thus far chartered. , 

The bank was organized April 17, 1919, with a paid-up capital of $250,000. 
It now has a paid-up capital of $31,1,000, with $500,000 authorized. 

The first consignment of loans was received by the Appraisement Division 
of the Federal Farm Loan Board June 24, 1919. 

Up to November 7, 1919, this division had received 225 applications, amount- 
ing to $2,962,545, or an average loan of $13,166. Of these 225 loans, 137 were 
for amounts greater than $10,000. 

There were 104 over $10,000 and under $20,000, aggregating $1,514,145. 

There were 33 over $20,000, aggregating $905,800. 



Exhibit B. 

Treasury Department, Federal Farm Loan Bureau. — Consolidated statement o' 
condition of the 12 Federal land banks at the elose of business Oct. 31. 
1919. 

ASSETS. 

Mortgage loans $271,317,816.00 

Accrued interest on mortgage loans 4, 504, 904. 52 

Subtotal 275, 822, 720. 52 

Less— Amortization payments 2, 326, 278. 86 



> * 



i 



Net mortgage loans $273, 496. 441 . t* 

United States Government bonds and securities 34, 560, CMS. «v 

Accrued interest on bonds and securities 439, 43fi. n 

Other accrued interest 2. 40."». 4" 

Farm loan bonds on hand (unsold) 100,000. <■- 

Cash on hand and in banks 6,299,417. r.~. 

Accounts receivable 1 98, 8."»2. «»" 

Delinquent amortization payments 152, 2fWi. 1^ 

Banking house 70,140. ^t 

Furniture and fixtures 178,184. 1- 

Other assets 44,810. ^7 

Total 315, 442, 571 . 4- ■ 
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LIABILITIES. 

Capital stock : 

United States Government $8, 265, 809. 00 

National farm loan associations 13, 536, 782. 50 

Borrowers through agents 44,430.00 

Individual subscribers 47, 235. 00 

Total capital stock $21, 894, 256. 50 

Reserve 202, 175. 00 

Farm loan bonds authorized 285, 600, 000. 00 

Bills payable (money and bonds borrowed) 115,075.78 

Accounts payable (deferred payments on loans in process of 

closing) j 119, 166. 07 

Reserved for'interest on farm loan bonds 6, 407, 274. 75 

Other liabilities 361, 327. 87 

Undivided profits 743, 295. 43 

Total 315, 442, 571. 40 

MEMORANDA. 

Net earnings to Oct. 31, 1919 1, 278, 394. 41 

Carried to reserve account to Oct 31, 1919 $202, 175. 00 

Dividends paid to Oct. 31, 1919 332, 923. 98 

535, 098. 98 

Undivided profits Oct. 31, 1919 743, 295. 43 

Capital stock originally subscribed by United States Govern- 
ment 8, 892, 130. 00 

Amount of Government stock retired to date 626, 321. 00 

Capital stock held by United States Government Oct. 31 , 1919_ 8, 265, 809. 00 
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This, gentlemen, is the unanimous expression of all the presi- 
dents of the 12 Federal loan banks including those presidents 
which represent districts where the fanners are described, as Con- 
gressmen have often described them, as the ** small farmers." 

Mr. McFaddex. I inferred from your previous statement that 
this statement has been submitted to "the Federal Farm Board and 
that they acquiesced. 

Mr. Coret. Not at all. . I do not profess to speak for them. This 
was unanimously adopted yesterday, Mr. Chairman. I made pro- 
visions for the signatures of the presidents and secretaries, but the 
stenographer was unable to transcribe the notes until this morning, 
and I was unable to procure the signatures, but a number of the 
presidents are here. 

The Chairman. In order that the record may show the gentle- 
men who are present, I think it would be well to place their names 
in the record. 

Mr. Corey. There are Mr. Milas Lassater, president of the na- 
tional Federal loan bank, Wichita, Kans.; Mr. M. H. Gossett, Fed- 
eral land bank, Houston, Tex.; Mr. H. W. Danforth, president 
Federal land bank, St. Louis; Mr. D. P. Hogan, president Federal 
land bank, Omaha; Mr. T. P. Davis, president Federal land bank, 
of Xew Orleans; Mr. Walter Howell, president Federal land bank, 
Louisville; Mr. W. H. Joyce, president Federal land bank, of 
Berkelv. 

Mr. Towxes. I might say that all the presidents were at the 
meeting we had. 

Mr. McFaddex. I do not know whether you have given the num- 
ber of farm associations organized. If that is not in there, will 
you put it in? Also a list of the joint stock land banks; the name 
and the place and the amount of capital. Is that available? 

Mr. Corey. I take it that it is, from the Federal Farm Loan Board. 

Mr. McFaddex. If that can be placed in the record, I think it 
might he of some help. 

Mr. Corey. You want the amount of loans made by each joint 
stock land bank? 

Mr. McFadden. Yes. You previously said that you would put 
in the amount of the loans which the joint stock land banks had 
made; and the number of banks and the capital and the location. 

(See Exhibits C and D.) 

Mr. Corey. There are, in all, 29 joint stock land banks to-day. 

Mr. Wingo. Did this gentleman simply make a statement or did 
the committee question him? 

The Chairman. We questioned him for about an hour. 

Mr. Win go. May I ask a few questions? What is the average 
loan throughout the grain and wheat belts in these banks? 

Mr. Corey. I have the number of loans in each bank, together 
with the aggregate amount. 

Mr. Win go. Have you undertaken to estimate the average loan ? 

Mr. Corey. The average loan of the entire system is something 
over $2,000— about $2,500. 

Mr. Wingo. You have not segregated them with reference to the 
corn belt or the wheat belt? 

149541— 19— ft 2 3 
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Mr. Corey. The average loan in our district — the Omaha district— 
which covers probably as much of the corn belt as any of them is be- 
tween six and seven thousand dollars. 

Mr. Platt. Why don't the joint-stock land banks take care of the 
larger loans? 

Mr. Corey. They are perfectly willing to take care of them, but the 
farmers are objecting that they ought to be permitted to come into 
the cooperative system. You understand that the joint-stock land 
banks pay all the profits to private capital. For instance, one of the 
banks operating in our district, the first joint-stock bank in Chicago, 
has been earning profits greater than the farm mortgage companies 
ever made in the old days, which situation Congress set out to remedy. 
The profits of the first joint-stock land bank in Chicago have been 
in excess of 20 per cent per annum. 

Mr. Platt. Are the joint-stock land banks making a lot of loans 
within the $10,000 limit? 

Mr. Corey. Yes, sir. 

Mr. Platt. How can they do that in competition with you ? 

Mr. Corey. They do that through their agencies; some of them. 
Our loans must be made through the association plan, and I assume 
that on some of these loans, a man may say, " I do not want to take 
stock in the association. I don't want to go into the association. I 
prefer to make it as I used to make my loans, directly, as an indi- 
vidual." They make loans to that class of individual. 

Mr. Nelson. Isn't it because of the so-called red tape that sur- 
rounds a transaction of this kind ? 

Mr. Corey. Mr. Hogan suggests this additional answer. That they 
may not be eligible under our system, while there is, of course, no 
eligibility rules under the joint stock. A man may not be an active 
farmer, and he may use the money for any purpose he wants. 

Mr. Danforth. May I answer that question? I have personally 
traveled over a ^ood portion of Illinois in an endeavor to organize 
farm loan associations, and I have been repeatedly met with this 
statement: "The farmer's do not like to sigp each other's notes. 
They would be required to do so in an association of this s-ort. They 
will not wait for two or three years to close their loans." I asked 
them where they acquired their information and they answered, "It 
is general knowledge around here and we believe it to be true." I 
told them it was absolutely not true. The reason the^y do not come 
into the farm loan associations is that they have been misinformed by 
propaganda circulated by opponents of the act. You all know it is 
much harder to correct misinformation than it is to pive the original 
information. Whether that applies to the other districts I do not 
know, but it applies in ours. 

Mr. Platt. Isn't it a fact that the joint-stock land banks are mak- 
ing loans where farm loan organizations have been organized ? 

Mr. Danforth. That is to men not eligible under our system. The 
farm loan act so far as it applies to Federal land banks limits the 
purpose of loans to agricultural development. The joint stock are not 
limited. They can loan to speculators ; they can loan to a man who 
owns two or three thousand acres and wants to buy more land on 
speculation. They can loan to buy mining stock. We can not. And 
many of these loans made through the joint-stock land banks are 
loans we would not make and can not make under the law. 
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Mr. Platt. I wonder if there is any way we could find the num- 
ber of loans the joint-stock land banks have taken under $10,000? 

Mr. Corey. Yes ; we can get that for you. 

Mr. McFadden. Will you place that in the record ? 

Mr. Corey. Yes; and I might say — this will be interesting to you : 
To show the growth of the joint-stock land banks, in June, 1919, the 
joint-stock land banks made only 18 per cent of the entire amount of 
loans made through the system. In 90 days time they had increased 
the amount of loans to 31 per cent. In September, 31 per cent of the 
loans were made by the joint-stock land banks. 

Statement shotting total number of loans examined by Appraisement Division 
of Federal Farm Loan Bureau for all joint-stock land banks from organization 
to Nov. 15, 1919, and the number and amount of loans above and below 
$10,000. 



Joint-stock land bank. 



Fletcher 

First Chicago. 

Virginian 

Liberty 

Iowa 

Bankers 

Lincoln 

Arkansas 

Mississippi 

Illinois 

First Minneapolis . . 

Fort Wayne 

Fremont 

Des Moines 

Central Iowa 

Southern Minnesota 

Guarantee , 

Peters , 

First Texas 

Montana ., 

Dallas 

Total 



Loans of $10,000 or more. 



Number. 



64 

539 
46 

319 
56 
58 

478 
26 
36 

' 74 

100 
24 

152 
53 
49 

137 

27 

17 

11 

8 

4 



2,278 



Amount. 



12,525, 

6,816, 
771, 

5,787, 
901, 
918, 

8,622, 
566, 
701, 

1,373, 

1,607, 
393, 

2,597, 
979, 
977, 

2,175, 
509, 
283, 
204, 
112, 
90, 



219.99 
350.00 
000.00 
050.00 
300.00 
550.00 
000.00 
500.00 
000.00 
500.00 
300.00 
000.00 
945.00 
500.00 
300.00 
050.00 
500.00 
000.00 
400.00 
000.00 
000.00 



38,911,464.99 



Loans of less than $10,000. 



Number. 



600 

337 

763 

728 

51 

309 

332 

12 

17 

29 

166 

86 

96 

16 

14 

100 

66 

6 

26 

115 



Amount. 



$863,630.00 

3,299,500.00 

1,864,775.00 

3,603,000.00 

327,900.00 

913,800.00 

2,349,150.00 

74,000.00 

89,000.00 

151,700.00 

478,700.00 

427,400.00 

731,300.00 

121,600.00 

84,150.00 

682,350.00 

315, 400. 00 

38,000.00 

129,365.00 

309,000.00 



3,869! 16,853,720.00 



Total loans examined for 
joint-stock land banks. 



Number. 



664 

876 

809 

1,047 

107 

367 

810 

38 

53 

103 

266 

110 

248 

69 

63 

237 

93 

23 

37 

123 

4 



6,149 



Amount. 



$3,388, 

10, 115, 

2,635, 

9,390, 

1,229, 

1,832, 

10,971, 

640, 

790, 

1,525, 

2,086, 

820, 

3,329, 

1,101, 

1,061, 

2,857, 

824, 

321, 

333, 

421, 

90, 



849.99 
850.00 
775.00 
050.00 
200.00 
350.00 
150.00 
500.00 
000.00 
200.00 
000.00 
400.00 
245.00 
100.00 
450.00 
400.00 
900.00 
000.00 
765.00 
000.00 
000.00 



55,765,184.99 



Mr. Platt. It seems to me they are doing about what we expected 
them to do and what they were organized for. They are taking the 
class of loans that are not strictly limited, in the way the Federal 
farm loans are limited, and private capital legitimately makes a 
profit on that. Why shouldnt they? We have thought some of 
putting a low limit on the loans that might be made by them. 

Mr. Corey. You say, "Why shouldn't they?" My answer to that 
is that the joint stock land banks are not justified in earning 20 per 
cent profit out of the farm-loan business under a tax exemption of 
their bonds which makes that profit possible. 

Mr. McFadden. You would favor, then, a repeal of that tax- 
exemption feature on the joint stock land bank bonds? 

Mr. Corey. Yes; because it is absolutely indefensible, under any 
possible view of the farm-loan act. 

Mr. Platt. Isn't it more or less indefensible under both classes? 

Mr. Corey. No ; it is not. 

Mr. Platt. After all, when your farmers become members of the 
cooperative associations, they are in them for profits. 
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Mr. Corey. That has been so well answered by Congressman Nel- 
son that I do not want to enlarge upon it. This is brought before 
Congress for special consideration for the real agricultural interests 
of the United States; the men who are developing agriculture; the 
men who borrow money under our system are actual farmers; they 
are putting this money back into the land. There is no private capi- 
tal in that. 

Mr. Platt. The farmer is a private capitalist, isn't he? 

Mr. Corey. The profits that accrue result in a net reduction of the 
interest rate to the farmer. You have got in this country over $7,000; 
000,000 of tax-exempted securities for the benefit of the city 
dweller. Suppose Congress should say, " We are going to take this 
away from the farmer." The farmer would feel that he is entitled 
to the same privilege as the city dweller on his securities. There is 
this condition that ought not be overlooked. Take, for instance, 
South Dakota ; they have a States rural credits act. It is beyond the 
power of Congress or anybody else to tax the bonds of this rural 
credits association. 

Mr. McFadden. There is no tax exemption. They are not tax-free 
bonds. 

Mr. Corey. Yes ; they are the bonds, not of the association itself, 
but the bonds of the State, and they are free from all taxation. The 
attempt to tax the farmers' securities would lead to the condition 
you have in South Dakota; the farmer would organize State asso- 
ciations where they would be free. 

Mr. Wingo. We will take the average loan of the whole system as 
between two and thive thousand dollars. What is the average farm 
loan of the United States? 

Mr. Corey. The average farm loan in the United States? I 
wouldn't be able to say. 

Mr. Wingo. Now, if you gentlemen here know, has the operation 
of the farm-loan act reduced the rate of interest on private farm 
loans in the United States? 

Mr. Corey. Oh, very materially. 

Mr. Wingo. How much would you estimate? 

Mr. Corey. I would say fully 2 per cent. 

Mr. Wingo. That means for the whole United States. That 
wouldn't mean for Iowa, Kansas, Nebraska, and Illinois, for ex- 
ample? 

Mr. Corey. No. Three per cent, I should say, would probably be 
a fair estimate for the entire country. 

Mr. Wingo. It has reduced it as high as 20 per cent in some parK 

Mr. Corey. Oh, yes. 

Mr. Wingo. I am trying to get at what you call the old, settled 
territory; Iowa, Illinois, Indiana, and all through there. How much 
do you estimate it has reduced the rate on private loans there? 

Mr. Corey. In the strictly corn belt territory, the rate of the farm 
loan companies is substantially the same as ours/ The reduction in 
rate will come through participation in the profits of the cooperative 
svstem. 

Mr. Wingo. I am talking about the face of it. How much has it 
reduced the private loan. In other words, are the private mortgage 
companies loaning to farmers in Iowa, Illinois, and Indiana at any 
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cheaper rate than before the Federal farm law was enacted, and if 
so, how much cheaper? 

Mr. Corey. No ; they are not, but in connection with that ques- 
tion you should consider that rates generally in all other lines have 
advanced during the period of the World War and the reconstruc- 
tion period. Rates have advanced and the influence of the Federal 
farm loan act has had the result of keeping the rates down to the 
present level. 

Mr. Wingo. In other words, if conditions had remained normal, 
there would have been an actual drop in the percentage of interest on 
private loans, but instead of doing that, the effect in that territory 
has been to prevent a rise in the rate on private loans. 

Mr. Corey. Which would have followed under war conditions. 

Mr. Wingo. What do you regard as a reasonable, fair rate on farm 
loans for that territorv ? 

a- 

Mr. Corey. A reasonable, fair farm-loan rate is whatever the 
farmers in this country can place their loans at by mobilizing their 
securities and going into the market. The point is this : They are 
entitled to whatever rate anv mobilization of all their securities will 
attract capital at. 

Mr. Wingo. Laying aside the competitive feature^ solely from the 
standpoint of the farmer and his possibilities, and taking into con- 
sideration whether or not the operation of the rarm will be profitable, 
what is a reasonable rate on farm loans for that territory ? 
Mr. Corey. Well, our present rate of 5£ per cent. 
Mr. Wingo. I am not talking about your rate. Just forget the 
farm loan act ; whether he gets it from the farm loan or an insurance 
company or wherever he gets it ; what is the rate, measured by the 
possibilities of the farmer and his needs; what is a reasonable rate 
for him to pay ? Is 6 per cent a reasonable rate ? 

Mr. Corey. No ; in view of the fact that we have demonstrated that 
we can loan at a lesser rate, it is not a reasonable rate. Five and a 
half per cent is a reasonable rate. 

Mr. Wingo. In other words, if it were possible to loan to him at 
1 per cent he could not live at 5 per cent. 
Mr. Corey. I don't say that. 

Mr. Wingo. You do not grasp my question. It is not what the man 
is entitled to. He is entitled to the lowest rate he can get. We will 
admit that. I am talking from the standpoint of business. A busi- 
ness man would say, Shall I borrow additional capital to develop 
my business? The question he would have to determine would be 
what rate he would have to pay. From that standpoint, what is a 
reasonable rate? 
Mr. Corey. He ought never be required to pay over 5£ per cent. 
Mr. Wingo. You think, then, he could not operate and pay over 
o per cent, or 5£ per cent, on a farm loan ? You think it would be 
unprofitable for him to make a loan and develop his farm if he had 
to pay over 5£ per cent? 

Mr. Corey. Your statement is pretty broad. I wouldn't say he 
couldn't operate. 

Mr. Wingo. I mean as a practical business proposition. You think 
he could not afford to pay a rate higher than 5£ per cent? 

Mr. Danforth. I think this discussion is getting away from the 
intention of the act. It is a well-recognized fact that there is no class 
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of men in the United States to-day classed as laboring men, men who 
earn their living by the sweat of their brow, that accept as low a 
standard of living as the farmer. My answer to you is that if the 
farmer is willing to accept that low standard of living, deprive him- 
self of the things he should have, he can pay 10 per cent if necessary. 

Mr. Wingo. I am trying to get to fundamentals. 

Mr. Danforth. That answers it, doesn't it? 

Mr. Win go. No ; that doesn't answer it. I have my ideas, but it is 
based on different theory from yours. Here is what I want to get at. 
Assuming that the farmer should have a proper standard of living, 
every comfort that the lawyer or doctor or banker should have. In 
other words, he should live in comfortable, proper circumstances; 
raise his family, give them all the advantages enjoyed by any other 
family. Now, as a practical business proposition, is it good business 
to get additional capital if he has to pay more than 5£ per cent? 

Mr. Corey. Yes, sir. 

Mr. Wingo. Now, how high can he go, maintaining that proper 
standard ? Where does the rate become prohibitive from a business 
standpoint ? 

Mr. Corey. I am a lawyer ; not an agricultural expert, and I could 
not, of course, answer that question. 

Mr. Brooks. Oh, Mr. Wingo, if he borrowed his money and didn't 
pay any interest at all he couldn't live like the doctor or the lawyer 
or like the city man. 

Mr. McFadden. Let me ask a question here. If industry is paying 
7 per cent as a common proposition, do you think the farmer should 
continue to get an interest rate of 5£ per cent? 

Mr. Corey. The farmer should continue to get his loan at what- 
ever rate his securities will command on the market. 

Mr. Platt. Through the special privileges? 

Mr, Corey. With the special privileges which Congress has 
granted in the establishment of this system, which privileges are no 
greater, and not nearly so great, as the privileges extended to classes 
other than farmers. » 

The Chairman. His revenue is not camparable to the industries. 
The dividend that the farmer gets from his investment is not com- 
parable with the Steel Trust or the various other industries who pay 
6 or 7 per cent. 

Mr. Wingo. No; there would be a difference. To get back to my 
question : We can understand how highly specialized businesses can 
afford to go out, where they have a great volume of business, and 
pay even 20 per cent, but those are exceptional cases. Taking the 
farming business as a whole, allowing him the same standard as the 
city dweller — I agree with my friend that he can't get it — assuming 
all that, where does the rate, taking it as a whole — can you estimate 
where the rate would become prohibitive? I mean from the stand- 
point that it would not be a wise thing for him to get additional 
capital. Would a 7 per cent rate be prohibitive? 

Mr. Corey. I would not attempt to answer that question. 

Mr. Wingo. What is the average value of the farm plant, over 
that belt, that would be entitled to a loan of $25,000, based upon 
60 per cent of the value of the land and 20 per cent of the insurable 
improvements? What would be the value or the entire plant, taking 
into consideration not only 50 per cent of the value of the land and 
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20 per cent of the insurable improvements, but the value also of the 
implements and incidental stock necessary to a proper operation and 
carrying on of the plant? What would be the value or that entire 
plant? 

Mr. Corey. We know what the value of the land and buildings 
would have to be to get a $25,000 loan, and then when you talk about 
the amount of machinery and live stock and equipment necessary to 
operate that size unit you are getting into a question upon which I 
have no knowledge. 

Mr. McFadden. Wouldn't it be in the neighborhood of $75,000? 

Mr. Corey. I wouldn't attempt to say. 

Mr.. Platt. One thing we have had under consideration, or will 
have under consideration, is to raise the amount of loan on insur- 
able buildings to at least 40 per cent. Wouldn't that make a consid- 
erable difference? It would in the East. 

Mr. Corey. It wouldn't affect our district materially. That is to 
say, in practice we feel that the conservative practice ought to be to 
practically disregard the buildings in the Middle West in making 
loans. 

Mr. Platt. They are not a large factor in the West, are they? 

Mr. Corey. They are a very small factor, and we have felt, in the 
administration of the act, that it was well to confine the loan to 50 
per cent of the value of the land. That has not been without excep- 
tion. Where the improvements are a big asset we have often made 
a loan of 20 per cent on the value of the improvement. 

Mr. Platt. Where you have a real estate boom going on, as in 
Iowa, how does that work out? 

Mr. Hogan. There has been a lot of extravagant newspaper re- 

Eorts about the increase of land values in Iowa. They did have a 
ig increase in land values there about a few months ago. That has 
all settled down and the speculator is almost entirely eliminated 
now for this reason, that heretofore the sales have been for small 
pajonents. Now it takes five or ten thousand dollars to make the 
initial payment on a farm and speculation has quieted down and 
there is very little there now. 
Mr. Platt. You have got the land values up ? 
Mr. Hogan. They have increased some; not abnormally. The 
crops have .been good there; prices have been good, and people 
naturally bought additional land. 

Mr. Platt. Who was loaning money to the speculators, if the 
commercial banks didn't do it ? 

Mr. Hogan. A great many of these farms have been sold bn this 
plan ; the man who owns, sells it to the renter on a small payment 
and takes small payments for the balance. 

Mr. Cokey. We are not in a position, and we do not care to 
be put in a position, where we would finance this class of land 
speculators. The farm loan board has made an unqualified rule 
that under no circumstances should we ever loan to exceed $100 
an acre, so that when you speak of speculative prices of four or 
six hundred dollars you are entirely out of our class. 

Mr. Pi*att. Do you think it would be possible to attach to this 
system a second-mortgage system of any kind? That would bring 
in the question Mir. Wingo has been asking as to how much the 
farmer could stand. They used to pay 10 per cent in some sec- 
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tions and lots of them made money on it. And it also seems to 
me that the amortization payments are too low, in a good deal 
of the West ; that the farmer instead "of paying it off at 6£ per 
cent total payment, should be induced to pay it off at the rate 
of 8 or 10 per cent, if he can do it. I would like to know how 
much the average farmer can pay, if we tried to put a second-mort- 
gage system on to help tenants in purchasing land. 

Sir. Corey. That is a question you will appreciate I could not 
be informed on. I thought you were going to ask as to the policy 
of a second-mortgage system. I think that one of the things that 
ought to be brought about is to make it possible for tenant farmers, 
through a second-mortgage system, to get additional loan oppor- 
tunities; whether that should be provided by the State, or whether 
or not this act should be enlarged, that is a question that is too 
deep to be answered by me. 

Mr. Platt. The interest on a second mortgage would have to be 
higher than on a first ? 

Mr. Corey. Oh, yes. 

Mr. McFadden. Last week a subcommittee representing this com- 
mittee gave hearings to people representing building and loan as- 
sociations of the United States, in which they are asking incor- 
poration of a system similar to the Federal farm loan act, which 
would create a bureau which they could go to and secure relief 
on the same principal that the 12 Farm Loan Banks do now in plac- 
ing mortgages and issuing bonds. Their main claim was that they 
wanted to tax exemption right, and inasmuch as it had been granted 
to the farm loan system bonds the people of the cities were ask- 
ing that they be given relief by tax exemption bonds so that they 
could finance building in the cities. In answer to a question as 
to where these people who were filling the cities came from, they 
stated that they came from the farms, and there is a direct clash 
of interests, and is the result of Congress attempting to enact class 
legislation. 

Mr. Danforth. I think we all lose sight of this fact: That the 
prosperity of any country, county, Nation, or State is directly pro- 
portionate to tlie prosperity of the agriculture of that country. 
We have evidence of recognition of the Nation's obligation to ag- 
riculture in the establishment of the Department of Agriculture, 
the State universities, and the Smith-Lever Act, all at expense to 
the public. Why? To educate farmers that they may increase 
production. The only real wealth in this country is produced from 
the land; farming, forestry, fisheries, or mining. The greatest of 
them all is farming. Farming produces over 60 per cent of the 
wealth of this Nation, and if this country is to pay the debts it 
has contracted, farm production must increase; the lawyers, doc- 
tors, and nonproducers will not do it. 

We are educating the farmers at tremendous expense, because 
we recognize the fact that if we are to produce wealth most of it 
must come from agriculture. The Chamber of Commerce of St. 
Louis are appropriating considerable money to go out into the 
State of Missouri for the express purpose of building up agricul- 
ture, and the theory is this : The International Harvester Co. made 
investigations in the State of Iowa, two years ago, which showed 



AMENDMENT TO FEDERAL FARM LOAN ACT. 55 

agricultural production twice that of Missouri. The sales of agri- 
cultural implements in Iowa that year were twice what they were in 
Missouri. You see the connection and why St. Louis business men 
. are interested. If they are to increase their wealth the only way 
to do it is to increase the agricultural production of the territory 
upon which they depend. That same thing applies to the Nation. 
Forget about the interest rate and the profit to the farmer, and 
think about the profit to the Nation as a whole that must come from 
agricultural development. We want to remove every handicap to 
the farmer and do everything we can to encourage him to increase 
the wealth of the Nation. 

We have the same kind of soil in Illinois as they have in Iowa; 
high-priced land, highly developed soil, brown silk loam — the most 
productive in the world, I believe. All agricultural students ac- 
knowledge that these farmers are not 50 per cent efficient; that is, 
they are not producing 50 per cent of what it is possible to produce. 
There are a great many reasons why this is so, but the fact remains 
that the farmer living under ordinary conditions is not able to get 
together and mobilize his powers, in disseminating knowledge, or 
in marketing his products. Up until very recent times there was 
a tremendous waste in the marketing of the product of the average 
farmer, because he did not cooperate. This condition is improving. 
Three or four years ago I bought some potatoes down in central 
Illinois and paid $2 a bushel for them. Two days later I was in 
Charlevoix, Mich. I went out among the farmers and they told 
me they were selling their potatoes at 50 cents a bushel to a local 
dealer. I went to the dealer and said, "You buy these potatoes and 
pay them 50 cents a bushel." He said, "Yes; they can't produce 
for less than 50 cents." I asked him what he did with them and he 
said he sold them to a broker who comes out from the cities. I went 
to the railroad station and asked the freight on carload lots, and 
we figured out that it amounted to 16 cents a bushel. I could have 
bought these potatoes at 50 cents and landed them at my home 
town at 66 cents a bushel. That is a waste we are paying for, that 
comes from lack of cooperation. We want to bring about more 
cooperation, not by taking the legitimate profits from middlemen, 
but to save the waste. A similar waste has existed in marketing the 
farmers 5 credit, and the Federal farm loan act will eliminate that 
waste and it will inure to the benefit of all of us. That is the 
justification for tax exemption. 

Mr. Wingo. Now, Mr. Chairman, if you will permit me. The 
proposition now, Mr. Corey, of what the farmer can profitably pay 
in the way of interest for the proper development of agriculture is 
a different proposition from what he can pay in order to speculate 
in land values. He can afford to pay a great deal more to speculate 
in land values? 
Mr. Corey. Yes, sir. 

Mr. Wingo. What is the average return on investment, in the 
territory I have mentioned, that a farmer gets? The net return on 

his plant. 
Mr. Corey. I couldn't answer that. 
Mr. Wingo. Less than 3 per cent ? 



56 AMENDMENT TO FEDERAL FARM LOAN ACT. 

Mr. Corey. About 3 per cent. 

Mr. Wingo. So that he has the element of speculation. The reason 
why men go ahead and buy these high-priced lands is not because 
they expect to make any money out of growing products thereon, but 
because they still hope for additional inflation of the land and a 
profit on the turnover of the land? 

Mr. Corey. No ; I don't think that is true. 

Mr. Danforth. That is true ; and that is what we want to correct. 

Mr. Wingo. We are getting down to the crux of the thing in your 
maximum loan. The thing that bothers me is, can you not on a 
profitable unit, which out there I understand, all experts to the con- 
trary, is 160 and not 250 — 160 is a profitable unit 

Mr. Corey. When you talk about what the experts say, of course, 
you go into the field of how it can be made more profitable. 

Mr. Wingo. We have all agreed as to the ends we want to reach. 
The only justification we have for Federal legislation is to increase 
the farm products. We may tell the farmer we are doing this prin- 
cipally to please him — especially is that true along about November 
every other year — but you and I know, as philosophers and states- 
men, that the thing we are interested in is increasing the whole in- 
dustry and the productivity of the farm. * If you make a larger 
maximum, do you not increase dealing in larger units of land, en- 
courage large ownership, and hold out an inducement to a man to 
get a large loan for the purpose of dressing up the place and en- 
hancing its speculative, and not its productive value! That is the 
thing that is oothering the Members of the House and the members 
of this committee that I have talked to. 

Mr. Corey. That is not the thought, and that will not be the result. 

Mr. Wingo. You do not think that will be the result i 

Mr. Corey. Not at all. Here is the class of people that has a cry- 
ing need for this. We have speculators in land as well as other things ; 
but the fellows who are able to get in under the Federal land bank 
system are not speculators. We are trying to take care of the farmer 
who has growing boys he wants to keep at home. 

Air. Wingo. Will you please tell me how he is going to keep those 
boys at home and pay $300 an acre ! 

Mr. Corey. They are going to be able to do it whenever you enable 
the fanner to amortize their loans. 

Mr. Wingo. Of course, the amortization feature is a great help, 
but doesn't that amortization feature help the speculator! I have 
known of loans made on farm lands — any kind of a system will help 
mv State, but I want to be broad enough not to think of mv State 
alone. That is the best agricultural section in the United States: anil 
if we are hampering you, we want to remove that hamper if it will 
not increase land speculation. 

Mr. Corey. You are doinsr that, Mr. Wimro: but when you Wk 
at your own State, the ability of Mr. DanfortlTs bank to make loans 
in certain parts of Arkansas at 5} per cent is dependent upon his 
being able to get a lanie volume of the farm-loan business in the best 
sections of Illinois, otherwise the fanners of Arkansas will be com- 
pelled to pay very materially more than 51 per cent, because the over- 
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head costs* the expense of running the business* the cost of placing 
a $500 loan on the books, is substantially the same as placing a 
$25,000 loan. 

Mr. Wrxoo. That brings it down to another proposition* Is that 
1 per cent not sufficient to meet the expenses ox handling the small 
loan, taking it as a whole i Under your present limitation of $10.000, 
taking the loans von can get under the present limitations, do you 
think you are justified in saying — limited as it is now and which you 
may anticipate for the next few years until you test out this system — 
do you mean to say that 1 per cent is not sufficient i Do you mean to 
say that that 1 per cent margin, when you get your system in full 
swing, will not take care of the deficit between the inspection charge 
and the actual cost ? I understand now it is on the basis of $5.25 to 
the $100. 

Mr. Corey. It does take care of it. A number of banks are earn- 
ing a profit now. 

Mr. Wixgo. We figured that 1 per cent was too much, too large 
a margin; but we figured that in some territories there would be 
abnormal conditions. Your profit argument does not appeal to me 
very much — that you must have enough profit-making business to 
take care of the other. That doesn't appeal to me because I think 
when you get in full swing you will find that 1 per cent will allow 
vou to make a profit. I want the profit at 1 per cent to cover the 
* float " loss by reason of making the small loans. 

Mr. Cokey. You want the farmer of Arkansas to get the benefit of 
the lowest possible interest rate. 

Mr. Wingo. Do vou think we are justified as a Government in 
going out and helping a man with a plant worth $70,000, say, and 
giving him a Government agency to make a loan, even if he can get 
a loan from private interests at 6 or 7 per cent? Do you think we are 
justified in extending a helping hand to him? 

Mr. Corey. You restrict your statement too much. I am not having 
any concern, and no land bank is having any concern, about the really 
wealthy farmer; but we are concerned with the problem that faces 
all the best territory now, of how the landless, of how- the fellows 
who have no farms are going to get farms, unless they can come in 
under this cooperative system. 

Mr. Wingo. Do you think we are going to enable the landless man 
to come in? We are not satisfied with this act; it is a makeshift. 
We took a $10,000 maximum because we had to do it as a matter of 
expediency. We wanted to make it four or five thousand, but one 
crowd there would have held us up, and we Jiad to permit joint stock 
to get the support of another group. THe thing that is worrying 
us is how we are going to solve the problem which we have not fully 

solved. 

How are we going to check the growing tenantry of this country 
and increase the number of home owners who have that incentive 
of ownership ? That is the man who conserves the soil in increased 
productivity. How are we going to do that? By going out and 
extending the system, not downward to the little fellow, to the 
tenant, but by saying that we are going to let the tenant have a 
chance by making it possible for him to get a $25,000 loan. I may 
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be wrong, but I wouldn't advise any farmer who is a tenant to start 
out and say, " I will start out on a plan that justifies a $25,000 loan," 
any more than I would say to the young business man who is a 
clerk in a department store, "Go out and buy a department store 
on credit." The business man would say to the clerk, " Go out and 
start np a little haberdashery somewhere, because you can swing 
that, and then you can grow up gradually, but you would swamp 
yourself with a big department store." Doesn't it come down to 
that? Isn't it a handicap to the young fellow who has not had the 
experience to borrow too large a capital and get too big a plant, a 
plant beyond his capabilities and experience? Now, if you can 
satisfy me on that, I will be willing to vote for your $25,000 limit. 

Mr. Corey. We must be placed in a position where we can take 
care of that kind of a tenant farmer. 

Mr. McFadden. How are you going to get that kind of tenant 
farmer ; a man capable of buying a $50,000 property ? 

Mr. Corey. There are scores and scores of them in the Wichita 
district, the Omaha district, the tenant farmer who has a little farm. 

Mr. Wingo. Have you practical experience that shows that ? 

Mr. Lassater. I know men who are tenant farmers; who have 
been tenant farmers for 20 years, who have accumulated their sav- 
ings, have cultivated good lands and have $10,000 or $15,000 or 
$20,000, whose ambition it is to own the farm on which they have 
labored and raised their children. Now, then, under this system 
they are required to go to the joint-stock land banks to provide 
the capital, or to remain tenant farmers on these particular farms. 
These particular farms have a sentimental value, a community value 
to these farmers. They will not go out and buy these cheaper lands. 
They have been grain farmers, possibly, or raised alfalfa. They 
won't go out on the cheap lands and they prefer to remain tenant 
farmer^ on good land, under a good landlord, who will give them 
a decent house in which to live rather than go out and do this 
pioneer work. 

Mr. McFadden. Then you want to help that man who has ac- 
cumulated $25,000 who wants to buy a $50,000 farm ? 

Mr. Lassater. He doesn't have to have $25,000. He may only 
have $15,000. The landlord will take that $15,000 and take the 
$25,000 which we would give him under this system, and then take 
a second mortgage, which will be liquidated out of the profits on 
the farm. 

Mr. McFadden. The man who needs help is the man with $1,*K)0 
or $2,000 who wants to get hold of a farm where he can make a 
living and support his family. 

Mr. Corey. That is not the average citizen in a farming com- 
munity. That is a much bigger and wider problem. We have the 
problem before us of either developing this system or enlarging it 
for second mortgages, and so forth. 

Mr. McFadden. That is the problem Congress tried' to meet when 
they enacted this act ; to help the poor landless farmer or poor tenant 
farmer to get a start. 

Mr. Corey. But we do not want tenantry to increase in the grain 
belt any more than we want it to increase in Wyoming. It is just 
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as important that this be enlarged to enable men to own and operate 
their lands in Iowa and Texas and down in parts of the New Orleans 
and St. Louis districts as in certain scattered, cheap land districts. 

Mr. Davis. May I make this observation ; that men who have lived 
on these cheaper lands, who have accumulated a surplus, it is their 
ambition to get nearer to the town, with better roads and better 
school facilities. It was this class of men that it was the original 
intention to help; the man who could not own the higher priced 
lands. He would dispose of the cheaper land, and with this help 
he would move to the more highly developed section. 

The Chairman. Have you any other witnesses, Mr. Corey 5 that 
you would like to have heard? 

Mr. Corey. No, sir. 

The Chairman. Then the hearing will stand adjourned for the 
present. 

(Whereupon, at 1 o'clock p. m., an adjournment was had.) 



